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Economic Policies of Greece 


Professor X. Zolotas, Governor of the Bank of Greece, 
in his Annual Report to the General Assembly of share- 
holders on April 11, stated that the gross national prod- 
uct in 1956 is tentatively estimated (in constant prices) 
to have been some 5 per cent higher than in 1955, the 
increase being attributed primarily to services. The 
increase resulting from agriculture was less than 3 per 
cent, and that from the processing industries about 3 per 
cent. Fixed investment accounted for some 15 per cent 
of the gross national product in 1956, compared with 
14 per cent in 1955. Mainly because of the registration 
of ships under the Greek flag and increased investment 
in electric energy projects, the proportion of investment 
in agriculture, industry, energy, and transportation to 
total investment increased from 47 per cent in 1955 to 
50 per cent in 1956. 

The Governor stated that the problem of Greece’s eco- 
nomic development should now be viewed in the light of 
The Greek 
Government has emphatically expressed the view that 
realization of the currently discussed schemes of Euro- 
pean economic integration (European Common Market 


and Free Trade Area) will produce serious disturbing 


trends for European economic integration. 


effects in the less ex onomically developed European coun- 
tries. Such countries should be provided with safeguards, 
including specific and detailed provisions for effective 
monetary cooperation and for economic, technical, and 
organizational assistance needed for projects which are 
not self-financed. Spec ifically, Greece’s participation in, 
or cooperation with, the European economic integration 
plans should be made conditional upon economic and 
technical aid in connection with mineral-processing in- 
dustries. Greece possesses substantial mineral resources, 
and the processing industries may form the basis for 
further industrial development. 

During the past three years, the increase in the value 
of imports was due mainly to larger volume, while the 
rise in exports resulted chiefly from higher prices. The 
adverse trade balance, which had declined by $14 million 
in 1955, increased by $86 million in 1956. The deficit 
for the balance of payments as a whole rose from $8 mil- 
lion in 1955 to $66 million in 1956. The Governor 
stressed that the Greek external deficits continue to be of 
Utilized U.S. aid, at more than 


$70 million in 1956, was some $10 million or $12 million 


a structural nature. 


more than in either 1954 or 1955. During the last two 


years, U.S. aid was used largely for payment of U.S. 


surplus farm products. Since any improvement in the 
balance of payments is likely to depend on greater pro- 
duction of foodstuffs, U.S. aid should be used for other 


imports, particularly capital goods. A substantial part 


of the aid has been granted as long-term loans at 4 per 


cent, repayable in drachmas. The Governor expressed 
serious doubts about Greece’s ability to honor these obli- 
gations in view of the pressure for increasing employment 
and standards of living, and the fact that aid is granted 
primarily because of the heavy defense burden. 

Exchange reserves increased by $3 million in 1956. On 
the other hand, Greece’s total external obligations (in- 
cluding U.S. assistance loans and other postwar long- 
term loans) rose by $28 million; and external obligations 
due within a year (mainly commercial credits and non- 
residents’ deposits in foreign exchange) rose by $20 mil- 
lion. Though the exchange position is still strong, every 
effort should be made to check the tendency of imports to 
rise. Since imports are free of quantitative restrictions, 
the only way that this can be achieved is by restraining 
the expansion of money income and by increasing pro- 
duction. 

Almost all the Greek external deficit in recent years 
has reflected a deficit with the European Payments Union, 
excluding the sterling area. Mainly because of increased 
receipts on shipping account, there was a surplus with 
the sterling area in both 1955 and 1956. The payments 
position with the United States was affected by higher 
payments for imports (particularly of wheat, oilseeds, 
and sugar). Although transactions with Eastern Euro- 
pean countries increased substantially, they accounted 
for not more than 6.5 per cent of total foreign trade 
transactions, or 5 per cent of over-all current exchange 
receipts and payments. 

The note circulation in 1956 averaged 28 per cent 
more than in 1955, the increase reflecting primarily credit 
to the private sector (chiefly the tobacco trade) financed 
by central bank funds, withdrawals from deposits of 
public entities with the Bank of Greece, and reduction of 
commercial banks’ minimum reserve requirements. The 
average money supply (consisting of note and coin cir- 
culation and bank demand deposits) increased by 23 per 
cent. Total liquid assets (i.e., money supply plus bank 
savings deposits) rose by more than 30 per cent, com- 
pared with 21 per cent in 1955. The substantial growth 
of total liquid assets in 1956 is explained by a revival of 
the population’s habit of keeping part of their assets with 
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the banks. Therefore. the effect of any increase in the 


note circulation on monetary conditions is now enhanced 
substantially. In such a situation, monetary policy should 
also aim at neutralizing part of the increased liquidity. 

The monetary and credit policies adopted in April and 
July 1956 (see this News Survey, Vol. VIII, p. 369, and 
Vol. IX, p. 12) resulted in an increase for the year of 
Dr 1,315 million in total private deposits with commercial 
banks, compared with an increase of Dr 1,018 million in 
1955 and Dr 705 million in 1954. 


structure of private deposits changed significantly. De- 


At the same time, the 


mand deposits (on which the interest rate had not been 
raised) declined by Dr 306 million, while savings and 
time deposits increased by Dr 1,484 million and the 
number of depositors expanded by over a third. Owing 
to the substantial growth of bank deposits, the depend- 
ence of commercial banks on the Bank of Greece decreased 
At the end of 1956 central bank funds 
financed only some 5 per cent (less than Dr 250 million) 


considerably. 


of commercial banks’ total lendings, and this was due to 
credit extended to the tobacco trade. However, as repay- 
ment of these credits started early in 1957, commercial 
banks transferred to the central bank part of their own 
resources in accordance with their obligation to utilize 
a fixed part of their resources for “specified” credits (at 
preferential rates) or, if they are unable to do so, to 
deposit the unutilized part in a special interest-bearing 
account with the Bank of Greece. The Bank of Greece’s 
direct credits to the private sector fell from 10.5 per cent 
of total credits and loans extended by banks and other 
financial institutions in 1954 to 8.5 per cent in 1955 and 
7.5 per cent in 1956. 

Public finance data show that domestic revenue in- 
creased last year by 15.6 per cent, while current expendi- 
tures rose by only 4 per cent. Though certain payments 
(particularly a significant amount of subsidies paid 
through the Government’s Account for the Financing of 
Consumers’ Goods with the Bank of Greece) are not 
included in expenditures, the decline in the over-all 
deficit between 1955 and 1956 was substantial. The rate 
of increase of direct taxes was slightly higher than that of 
indirect taxes. The taxation burden, measured by the 
ratio of total tax revenue to the national income, was 
roughly the same as in the period, 1952-55. The Gover- 
nor stated that, in order to neutralize the effects of higher 
liquidity and to increase public productive investments, 
tax evasion should be checked and consumption expendi- 
tures restrained. Public investment in 1956 exceeded 
Dr 1,300 million, and investment for 1957 is set at 
Dr 1,900 million. If investments of public autonomous 
organizations and enterprises are included, the figures 
increase to Dr 2,200 million for 1956 and Dr 2,470 mil- 
lion for 1957. 

Both wholesale prices and the cost of living rose slightly 


last year, with the largest part of the increases occurring 


in the first six months. The relative stability of prices in 
the second half of the year is ascribed primarily to 
further improvement of confidence, which, in turn, is 
related to the over-all economic improvement, a strong 
exchange position, and freedom to import. Under these 
conditions, the increase in effective demand in 1956 took 
the form of higher demand for imports. 


In the calendar year 1956, over-all credit extended by 
banks and other financial institutions increased by ap- 
proximately Dr 3,100 million, of which Dr 634 million 
(including an advance payment of Dr 250-300 million for 
imports of equipment for the Ptolemais lignite mine) 
was mainly in connection with long-term loans granted 
by the Economic Development Financing Organization 
and the Agricultural Bank. Thus, short-term credit out- 
standing rose by about Dr 2,500 million, or 31 per cent. 
It appears that business borrowings from nonbanking 


sources decreased considerably. 


The Governor believes that a further increase in short- 
term credit financed by further growth of bank deposits 
may, beyond certain limits, produce disturbing effects. 
But since medium-term and long-term credit needs for 
the expansion of productive capacity have not yet been 
met to a sufficient extent, it is advisable that part of any 
future increase in bank deposits be used for such loans. 
This will not impair the banks’ liquidity if funds so 
invested do not exceed a certain proportion, for example 
10 per cent, of total bank deposits (see this News Survey, 
Vol. IX, p. 328). Furthermore, the Government should 
adopt measures that would help to ensure the precondi- 
tions and the framework of a modern capital market. 
Among these measures is the inclusion of certain pur- 
chasing power guarantees in shares or obligations issued 
by public enterprises or important private corporations. 
Preferential tax treatment should be authorized for secu- 
rities issued by enterprises of great productive possibili- 
ties. The interest payable on these obligations should 
correspond to existing market conditions, after account 


is taken of the special safeguards and tax exemptions. 


In summary, the Governor stated that conditions are 
now propitious for the mobilization of a large part of 
available resources for the development of agriculture 
and industry at the expense of consumption. This will 
require proper monetary and credit policies and also 
systematic and imaginative efforts by both the authorities 
and private entrepreneurs. Only thus can further progress 
be achieved and Greece enabled to participate in any 
international economic community. It is also the only 
way to check any disturbing effects on the economy and 
to ensure a strong currency which, in turn, is the essen- 
tial basis for the foundation of the country’s economic 
future. 


Source: Bank of Greece, Report of the Governor for 
the Year 1956, Athens, Greece, 1957. 
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Netherlands Economic Policies 
Mr. M. W. Holtrop, President of the Netherlands Bank, 


in his Annual Report for 1956, stated that economic 
activity in the Netherlands was maintained at a high 
level during the year, but that the equilibrium be- 
tween national income and expenditure was disturbed. 
All categories of national expenditure were considerably 
greater than in 1955, while production rose only mod- 
erately. The disequilibrium between supply and demand 
manifested itself in a strain on the money and capital 
market as well as on the balance of payments. 

From a financial and monetary point of view, the 
excess of investment expenditure (including inventories 
and net foreign investment) over available savings was 
made possible only by the use of existing “liquidity 
reserves” or the creation of money. Partial data indicate 
that between f. 900 million and f. 1,000 million of such 
reserves were activated. In addition, money was created 
to the extent of some f. 600 million, mostly in the form 
of bank credit. At the same time, the balance of payments 
deficit was a contractionary force to the extent of nearly 
f. 900 million. 
use of inflationary financing during the year. 

Mainly 


Central Government did not have a cash deficit for the 


Almost all sectors of the economy made 
because of accelerated tax collections. the 


year, but its large redemptions of floating debt enabled 
other sectors of the economy to activate reserves. 

The local authorities were faced with rising expendi- 

ture, particularly for housing, which proved to be in 
excess of their own means and the funds that they could 
obtain from the long-term capital market. As long-term 
interest rates rose above the maximum rates that the 
local authorities were legally allowed to pay, they were 
forced to use their reserves and to conclude short-term 
loans with money-creating institutions and_ investors, 
whose interest rates have not been subject to control 
since July 1956. 
Savings institutions contributed to the inflationary 
financing by furnishing the capital market with f. 170 
million, which was derived from a substantial reduction 
in their short-term claims on the Central Government. 

The business sector of the economy also resorted to 
inflationary means of financing. Higher wages, which 
could be passed on to the public only partially by way 
of higher prices. decreased the funds available for self- 
financing; at the same time, higher consumer demand 
stimulated investment. This led business enterprises to 
increase their calls on the capital market, to exert a 
strong demand for bank credit, and to make use of exist- 
ing “liquidity reserves.” 

This inflationary financing accompanied by an outftow 


of international reserves was bound to lead to increasing 
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strains in the monetary and financial spheres, particularly 
on the banks. The increase in their credit, together with 
the decrease in deposits, resulted in a deterioration of 
their liquid position, and they were forced to avail them- 
selves of the credit facilities of the Netherlands Bank 
more frequently and on a larger scale than at any time 
since 195]. 

Initially, the banks were able to meet their difficulties 
by not renewing expired short-term treasury paper. Be- 
cause of the combined effect of the refusal of banks, 
agricultural credit institutions, and savings institutions 
to renew treasury paper, the Treasury was forced, around 
the middle of 1956, to draw down its cash balance at the 
central bank and to place some f. 220 million of treasury 


paper with that institution. 


The policy of the Netherlands Bank in 1956 was to let 
these various liquidity demands work themselves out. 
on the theory that any inflation caused by demand will 
encounter its monetary limitations. which then will re- 
sult in the necessary adjustments. 


financed by the central bank. 


provided it is not 
Accordingly. the Nether- 
lands Bank increased its discount rate three times during 
At the time 


of the last increase, the minimum reserve requirements 


the year, from 2% per cent to 3%4 per cent. 


for banks were lowered from 9 per cent to 7 per cent. 
However, the resulting increase in the bank’s credit poten- 
tial was less than the decrease caused by the decline in 
bank deposits, and the banks were warned that they could 


not count on unlimited central bank credit. 


In the opinion of the President of the Netherlands 
Bank, the fiscal measures taken in March 1957 to curb 
domestic expenditure by some f. 800 million a year 
(see this News Survey, Vol. IX, p. 280) will go a long 
way toward restoring equilibrium in government finances 
and obviate any large call by the Treasury on the capital 
market. However, unless there is a substantial reduction 
in investment demand, these measures will probably not 
remove the tendency of various sectors of the economy. 
particularly the local authorities, to use inflationary 


means of financing. 


The stage in which the inflationary financing demand 
of the various sectors could be met almost entirely with 
out the assistance of the central bank is now completed: 
further creation of “liquidities” will necessarily involve 
the central bank. Under these circumstances. the Nether- 
lands Bank will have to act as the guardian of the 
exchange reserves without completely relinquishing its 
role as lender of last resort. It will therefore have to 
exert the utmost caution in its credit policy so as not to 


become itself a source of continued inflationary financing. 


Sources: Nieuwe Rotterdamse Courant, Rotterdam. Neth- 


erlands, April 23, 1957; Het Financieele Dag- 
blad, Amsterdam, Netherlands, April 24, 25, 


and 26, 1957. 
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Interest Rates in Switzerland 


Interest rates continue to rise in Switzerland. Most of 
the cantonal and big commercial banks now quote 31% per 
cent for their “bons de caisse,” while 3%4 per cent is 
more and more becoming the normal rate for new first 
mortgages. 

Swiss Bank Corporation, Bulletin, No. 56, Basle, 


Switzerland, April 1957. 


Middle East 
Egyptian Economy in 1956 


In his address to the Annual General Meeting of the 
National Bank of Egypt, the President of the Board stated 


that agricultural production was generally satisfactory 


Source: 


during 1956. Wheat yields were good, although produc- 
Better 
a substantial exportable surplus. 


tion was still insufficient for local requirements. 
rice yields provided 
Adverse weather and smaller acreage reduced the cotton 
crop. With a small carry-over from the previous cotton 
year ended in August, cotton prices rose in September 
and October 1956 but declined in November, following 
the outbreak of hostilities over the Suez Canal, and the 
futures market was temporarily closed. When the market 
was reopened late in November, it was supported by a 
government guarantee of up to 90 per cent of the futures 
closing quotations on October 30 on cotton loans by 
banks. 
prices, cotton loans increased substantially. By March 27, 
1957 cotton exports for the 1956-57 season had fallen to 


As a result of the slow rate of disposal and higher 


2.5 million kantars, from 4.4 million during the same 
period last season (1 kantar = 99.05 pounds). Exports 
to Western Europe fell by about one half and those to 
Europe by less than one fifth. 

There was some industrial development during the 
year, which the Government supported by increasing 
certain import duties; at the same time, the duties on 
raw materials and semimanufactured goods were re- 
duced. Import restrictions also provided protection. In 
view of rising costs, the Government allowed increases of 
up to 10 per cent in cotton textile prices. The profits 
of industrial companies were as good, or even better, 
than in 1955. 

The 1956-57 ordinary budget estimates provided for 
higher expenditures to be met partly from increased 
taxes. The increase was due partly to incorporation of 
some development projects in the ordinary budget, but 
actual expenditures were also affected by the outbreak 
of hostilities. Expenditures on development normally 
financed by loans have fallen short of estimates. In pre- 
paring the 1957-58 budget, the Minister of Finance has 
stressed the need for reduction and postponement of 
expenditures where possible. A new ten-year development 
plan is to be drawn up, and administrative arrangements 


are to be revised. A Supreme Council for National 


Planning has been created, with a view to establishing 
balance between private and public investment and be- 
tween investment and savings. 

The money supply (including government deposits) 
increased by 11.5 per cent in 1956, compared with 4 per 
cent in 1955. While total private deposits increased, time 
and savings deposits, and also government deposits, de- 
clined. The growth in bank advances was due almost 
entirely to cotton financing. Commercial banks agreed 
to a small increase in interest rates on deposits. 

An increase in the note issue by the National Bank 
was financed mainly by an increase in treasury bills in 
the Issue Department. (A law issued in 1957 will permit 
The Na- 


tional Bank’s advances to commercial banks and to the 


commercial paper to be used for note cover.) 


private sector rose substantially. An increase in bills 
discounted reflected a rise in rediscounting activities. 
While the foreign assets of the National Bank declined 
substantially, gold holdings of the Banking Department 
increased by about LE 7 million. 

Wholesale prices increased by 18 per cent, reflecting 
in part a substantial increase in cotton prices. The cost 
of living rose by 4.8 per cent. 

The value of imports and of exports was slightly less 
than in 1955. Imports of machinery, electrical equip- 
ment, wheat, and maize were especially large. Exports 
were more diversified than in 1955. The trade balances 
with Western Europe and the United States were unfavor- 
able. while those with Eastern Europe and the Far East 
were favorable. More import restrictions were intro- 
duced, and various trade and payments agreements were 
amended and extended. Transactions with West Germany 
are now based on the partly convertible deutsche mark. 
The balance of payments deficit for 1956 is estimated at 
LE 35 million, compared with LE 32 million in 1955; 
data for regions show a deficit with the sterling area and 
Western Europe. The National Bank’s holdings of gold, 
foreign assets. and commitments in foreign currencies 
showed a deficit of about LE 36.5 million, approximately 
the same as in 1955. Drawings from the International 
Monetary Fund in September 1956 and February 1957 
totaled $30 million (see this News Survey, Vol. IX, 
pp. 128 and 245). Total net foreign assets at the end of 
1955 amounted to LE 171.5 million. 

Source: National Bank of Egypt, Report of the Fifty- 
Seventh Ordinary General Meeting, 1956, Cairo. 
Egypt. 


Economic Developments in the Sudan 


For the first time since 1951, the Sudan had a balance 
of payments surplus in 1956. There was a trade surplus 
of LE 20.3 million, as exports rose to the record figure 
of LE 65.5 million and imports fell to LE 45.2 million, 
the lowest since 1951. Factors contributing to the pay- 


ments surplus include increased restrictions on trade and 
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payments, a decrease in inventories of both cotton and 
imported goods, and improved agricultural production. 

At the end of 1955. some 25 commodities were lifted 
from the free import list and placed on a specific licensing 
basis. On June 7, 1956, duties on several commodities. 
including petrol, household equipment, and cosmetics, 
were increased, and the excise duties on tobacco products 
and matches were raised. The interruption in trade result- 
ing from the closing of the Suez Canal aided the Govern- 
ment in its efforts to restrict imports. Favorable condi- 
tions on the export side were an increase in the cotton 
crop, to 2,050,000 kantars, from 1,878,000 kantars in 
1955, and an increase of about 15 per cent in prices. In 
addition, carry-over from previous crops was largely 
disposed of as a result of the Sudan Gezira Board’s deci- 
sion to reduce its reserve price and of the announcement 
by India, the second largest buyer of Sudan cotton, that 
permission to import Sudan cotton would be resumed. 

As a result, the supply of consumption goods dimin- 
ished while incomes rose, with a consequent tendency 
for prices to increase. The Government therefore reintro- 
duced price controls as of June EE prohibited the export 
of essential foodstuffs, including livestock as of July 14, 
and consistently resisted all demands for wage increases 
in the public sector. A reduction in expenditure from 
LE 34.0 million during the fiscal year 1955-56 to LE 33.4 
million in the current fiscal year, and an increase in 
revenue from LE 35.8 million to LE 37.5 million, have 
been planned as anti-inflationary measures. 

But since the Government estimates that LE 12 million 
will be required during the current fiscal year to com- 
plete its 1951-56 development program and to start on 
the Managil Extension of the Gezira cotton scheme. an 
over-all deficit of about LE 8.0 million may be incurred. 
Total expenditure on the 1946-5] and 1951-56 develop- 
ment programs had, by June 30, 


LE 47.7 million. 


discussion, which, it is reported, may call for a total 


1956, amounted to 
\ third five-year program is now under 
expenditure of LE 120 million, of which some LE 80 
million will be obtained by borrowing. The major proj- 
ects to be undertaken under the new plan will be the 
Managil Extension, which will add 800,000 feddans (1 
feddan 
construction of the Roseiris Dam on the Blue Nile (see 
this News Survey, Vol. IX, p. 255); 


an agricultural credit bank; a road development pro- 


1.038 acres) to the Gezira and will entail the 
the setting up of 


gram; and accelerated development of the southern prov- 
inces. Contracts amounting to LE 10 million have already 
been awarded for a sugar scheme in the south and for 
the first phase of the Managil Extension. 

A currency and payments agreement has been con- 
cluded with the Egyptian Government for the settlement 
of claims arising from the withdrawal of the Egyptian 
pound from circulation in the Sudan (see this Vews 
Survey, Vol. IX, p. 323). With the issue of the Sudan 


pound, which was started on April 8. a Currency Board 
of six members has been set up This Board will have 
the responsibilities of currency management until a cen- 
tral bank is established. 

National Bank Bulletin, 
Vol. ‘ o. 3. 1956. and other 


Sources: FEconomt 


Cairo, Egypt 


sources, 


Iraq's Oil Income 


Acreement has been reached between the Ir iq Govern- 
ment and the Iraq Petroleum Company to reduce from 
2 per cent to 1 per cent the discount granted the Company 
for sale expenses. This change is expected to increase 
lraq’s oil revenues by ID 500.000. Such revenues fo1 
the current year are estimated at ID 50 million. and they 
are expected to reach ID 90 million in 1958. when opera- 
tion of the pipeline to the Mediterranean is expected to 
be at capacity. 

Sources: The Iraq Times, Baghdad. Iraq. April 11 and 
19, 1957. 


Far East 
India’s State Trading Corporation 


The State Trading Corporation, which was incorporated 


as a private limited company in May 1956, has within ten 


months of its formation established itself as the largest 


single concern in India’s export-import business and is 


The total value of the 


contracts entered into by the Corporation exceeds Rs 125 


rapidly extending its activities. 


million (USS$26 million) million 


for imports and Rs 257 
$54 million) for exports. 

The Corporation is successfully implementing the ex 
Salt worth Rs 1.5 million has been 


The Soviet Union has bought ivory 


port promotion drive 
sold to Indonesia. 
goods worth Rs 700.000, as well as cashew nuts. woolen 


voods. and tobacco. A Soviet order for 500 tons of coffee 


has been followed by another for 275 tons. Similarly. 
the Soviet Union has purchased 900.000 pairs of shoes 
and has asked for another 500.000 pairs. The prospec ts 
for exporting carpets and other floor coverings and cotton 
textiles to communist countries and silk goods to Ceylon. 


Pakistan. Burma, and other neighboring countries aré 


is likely to undertake 


a study of the mineral resources of India with a view to 


being explored. The ¢ orporation 


l 


evolving a national ore export policy on scientific lines 


It will also help develop minor ports of Paradip on the 
east coast and Karwar and Redi on the west coast to 
expedite ore shipments. Although the Corporation's busi- 
ness with Eastern Europe is steadily increasing. the major 


share of its exports, consisting of iron and manganese 


ores, 18 direc ted to the l nited States and Japan. 
Thus far. 


25.000 tons of soda ash and 16.000 tons of caustic soda. 


the Corporation has imported and sold 


to maintain the price of these important industrial chem 


icals at a reasonably low level. The Corporation has also 
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been handling the distribution of cement throughout 
India since July 1956. Domestic and imported cement is 
sold at an equalized price. The proceeds of domestic 
cement sold by the Corporation amount to Rs 278.3 mil- 
lion. The Corporation has also signed contracts for the 
import of Rs 47.6 million worth of cement from Poland, 
Rumania, Yugoslavia, the Soviet Union, Japan, and 
Pakistan. Acting as the agent of the Western Shipping 
Corporation, the State Trading Corporation has ordered 
a ship from Yugoslavia, and it is possible that three more 


ships may be ordered. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, April 16, 1957. 


Japanese Exchange Budget 


The Japanese Government has set the foreign ex- 
change budget for the first half of the fiscal year begin- 
ning April 1, 1957 at $2,644 million, which is $532 
million higher than the figure for the corresponding 
period of the previous year. Of the total, $2,236 million 
is for commodity imports and the remainder for nontrade 
payments. 


Source: Embassy of Japan, Japan Report, Washington, 
D.C., April 10, 1957. 


Indonesian Suspension of Import Licenses 


The Indonesian Foreign Exchange Bureau suspended 
on April 29, for an indefinite period, the issuance of 
combined import and exchange licenses. However, the 
suspension does not apply to imports of goods purchased 
abroad on government account, wheat flour from Aus- 
tralia, goods obtained under the U.S. Agricultural Sur- 
plus Commodities Agreement, commodities which can be 
imported only with the surrender of export incentive 
certificates, and articles under the informational media 
guarantee program. The new measure is believed to be 
the first step in the Government’s program to arrest the 
drain on Indonesia’s foreign exchange reserves. The 
reserves have declined rapidly in recent weeks, and on 
April 24, 1957 that part of the reserves comprised of 
gold and convertible exchange amounted to only 15.14 
per cent of Bank Indonesia’s current liabilities, the low- 
est on record; the 20 per cent statutory minimum of this 
monetary cover ratio was temporarily lowered to 15 per 
cent for a three-month period ending April 30, 1957. 
Once before, in August 1956, the Indonesian Foreign 
Exchange Bureau had similarly suspended issuing new 
import licenses. 

Source: The Journal of Commerce, New York, N.Y., 
April 30, 1957. 


United States 
U.S. Cost of Living 


The consumer price index of the U.S. Bureau of 
Labor Statistics rose by 0.2 per cent in March, to 118.9 





per cent of the 1947-49 average—3.7 per cent above the 
index for March 1956. The cost of food was less than 
in February of this year, but the prices of all other 
major groups of consumer items increased. The rise in 
the cost of living will lead to an increase in pay, ranging 
up to three cents an hour, for about 1.5 million workers 
in the railroad, electrical equipment, chemical, and tex- 
tile industries. The total cost of the increase in wages 
is estimated at about $75 million a year. 

Source: The Wall Street Journal, New York, N.Y., 

April 24, 1957. 


U.S. Business Investment Plans 


Expenditures by U.S. businesses on plant and equip- 
ment are expected to reach a record $41.0 billion in 
1947, or 12 per cent above last year’s total of $36.6 bil- 
lion, according to a recent survey by the McGraw-Hill 
Publishing Company of business investment plans. This 
amount is virtually the same as that estimated in the 
previous survey last fall. The largest increase from 1956 
to 1957 is indicated for electric and gas utilities, which 
estimate a rise of 22 per cent over last year’s expenditure 
of $6 billion. Manufacturing industries expect to increase 
their expenditures by 14 per cent, and transportation 
and communication industries plan to spend 17 per cent 
more than in 1956. Among manufacturing companies, 
capital outlays by the steel industry are expected to 
increase 42 per cent, and those of the nonferrous metals 
group by 66 per cent. However, a sizable drop in expendi- 
tures is expected in 1958, as the present stage of expan- 
sion is completed. Investment plans for the automobile 
industry show a sharp drop this year, and another decline 
is expected in 1958, to less than one half of the 1956 
total. Every industry included in the survey is expected 
to increase its research expenditures in 1957; these are 
expected to be $7.3 billion in 1957, and to rise to $9.3 
billion by 1960. 

Source: The Journal of Commerce, New York, N. Y.., 
April 26, 1957. 


Latin America 
Uruguayan Wool Exports 


Uruguay’s exports of raw wool during the first five 
months (October 1956-February 1957) of the current 
season fell to 70,891 bales, from 98,456 bales in the 
corresponding months of the 1955-56 season. Shipments 
of tops declined from 23,058 bales to 22,000 bales. 
Exports of raw wool to the Netherlands and the United 
Kingdom were about the same as a year ago, but ship- 
ments to the United States and other countries declined 
sharply. 

The decline in exports reflects a drop in domestic pro- 
duction and a smaller carry-over at the beginning of the 


season. Exports in 1955-56 were large because the revi- 
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sion of exchange rates made it profitable for exporters 
to move their large carry-over into trade channels. With 
unusually high domestic prices, wool production should 
recover somewhat next season, barring another extremely 


dry season. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., April 15, 1957. 


Argentina's Current Economic Policy 


The new Finance Minister of Argentina, Dr. Adalberto 
Krieger Vasena, stated that he will not inaugurate a new 
economic program but will continue previous policies, 
making only the adjustments needed to meet new cir- 
cumstances. This indicates that he is in agreement with 
the Prebisch recommendations (see this News Survey, 


\ ol. IX, p- 


have been based, with some minor changes. 


165), on which the Government's policies 


He stated that, unlike Dr. Verrier, his immediate pred- 
ecessor, he is in favor of a policy of economies but is 
not in favor of restricting consumption, and he is opposed 
to changing the official market exchange rate of M$N 18 
per US$1. Dr. Krieger believes that the establishment 
of a fluctuating free market for official transactions, which 
was proposed by Dr. Verrier, would imply an inevitable 
reduction of imports, which would upset the internal 
equilibrium of the economy and would create a substan- 
tial amount of unemployment. 

Dr. Krieger stated further that any drastic reduction 
in consumption will limit aggregate demand and pro- 
duction and will create unemployment: that the country 
needs an expansion of production in order to create 
more consumption and domestic as well as foreign invest- 
ment; and that the per capita consumption of food and 
durable goods was essentially the same in 1955 as in 
1945. 


tion of subsidies instead of a radical abolition, as pro- 


He declared himself in favor of a gradual reduc- 


posed by Dr. Verrier. He announced that he would take 
measures to lessen the deficit in the balance of payments, 
without specifying what the measures would be. Current 
expenditures should be limited to essentials without re- 


ducing “essential investment” in the petroleum, power, 
He stated that he had 


“certain ideas about the possibilities of re-establishing 


and transportation industries. 


the security market.” 

According to Dr. Krieger, the fundamental reasons for 
Argentina’s trade deficit can be corrected gradually. For 
the current year he foresees a deficit caused mainly by the 
failure of the maize crop and the increases in petroleum 
prices. Through a policy of increasing land production 
and through an active policy of import subsidies, equi- 
librium will be attained. Argentina must return to its 
previous export level of $1,500 million, compared with 
the present $1,000 million. In the meantime, public and 
private expenditures abroad should be limited, and the 


deficit should be bridged by using credits in foreign 


exchange. in order to avoid further shrinkages of reserves. 

Dr. Krieger stated that inflation should be fought not 
only through budgetary equilibrium but also by prevent- 
ing mass increases in wages, since increases which cannot 
be absorbed by profits are a fraud to the workers. 
Zircher Zirich, 
April 4, 1957. 


Source: Neue Zeitung, Switzerland, 


Other Countries 


Ghana's Financial Position 


An article, “Ghana’s Finances,” 
Bankers’ 


£122 million in export duties, the Gold Coast Cocoa 


published in The 


Magazine, estimates that, after payment of 


Marketing Board’s transactions resulted in a trade surplus 
of £82 million for the period 1947-55 as a whole. Almost 
three fourths of this surplus accrued in the first half of 
the period. Most of the duty from cocoa exports was 
diverted into various Development Funds; such a pro- 
cedure, the Gold Coast Government believed, was essen- 
tial to a financial policy of probity and prudence. In 
recent years, however, the amount of revenue from cocoa 
duties that has been paid into the Development Funds 
has been declining, for two main reasons: one is the fall 
in the price of cocoa since 1954-55 and the second is the 
rise in recurrent budget expenditure, which has resulted 
partly from capital outlays financed by cocoa revenue. 
In 1955-56 only £16 million of the total proceeds of cocoa 
export duties (£24 million) was transferred to the Funds. 
It was originally estimated that in 1956-57 total cocoa 
revenue would bring in £14 million, of which £4 million 
was budgeted for transfer to the Development Funds. 
These estimates were drawn up on the assumption that 
the cocoa price during the year would average £230 per 
ton. However, the price has fallen considerably below 
this level, the price in March 1957 being £175-180. It 
therefore seems likely that cocoa duty will make no con- 
tribution at all to the Development Funds in 1956-57, and 
that it will even fail to yield the amount estimated to 
meet the budgeted part of recurrent expenditures. 
Development Fund receipts from all sources rose from 
£22.3 million in 1951-52, the first year of the Develop- 
ment Plan, to a peak of £50.9 million in 1954-55, and 
then fell to £22.8 million in 1955-56 (15 months). Fund 
expenditures rose from £6.4 million in 1951-52 to £13.9 
million in 1952-53, and then remained fairly constant in 
at £15.6 million and £15.0 
million, respectively. The fact that they did not rise more 


the following two years, i.e.. 


is ascribed to physical and administrative limitations, 
for there was clearly no shortage of funds during those 
years. There was a scarcity of technical and administra- 
tive staff, which led to conspicuous delays in the planning 
of development projects. Therefore the balance in the 
Development Funds increased from £15.9 million on 


April 1, 1952 to £61.7 million on April 1, 1955. Not 
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until 1955-56, when cocoa prices had fallen off greatly. 
was there a net drawing on the Development Funds: 
expenditures in this period of 15 months rose to £25.3 
million. But even then. the Funds were reduced by only 
£2.5 million. so that on July 1. 1956 their total amounted 
to £59.2 million. The estimated rate of expenditure from 
1956-57 is higher than actual 
expenditure in 1955-56 (roughly the same amount for 


12 instead of 15 months): 


Development Funds in 


and since receipts are esti- 
mated at only £4 million. the balance available will. 


according to the budget estimates. be reduced to £37.8 


million bv July 1. 1957. 

The impact of the serious fall in the value of the main 
export crop has not been felt throughout the economy. 
Import duties vielded £8.3 million during July-December 
1956, compared with £8.0 million in the same period of 
1955. and currency circulation in 1956 showed no ten- 
dency to fall short of that in 1955 or even that of 1954, 
the extreme boom year. It was largely because of the 
operations of the Cocoa Marketing Board that the econ- 
omy as a whole was not adversely affected by the decrease 
in the value of cocoa exports. By drawing on its reserves, 
the Board maintained its payments to producers, despite 
the fall in the value of cocoa sales. It is estimated that, 
at the price of £175 per ton which prevailed in March 
1957. the Board must be drawing on its reserves to the 
extent of around £30 per ton, or some £7 million a year 
on the basis of a crop not greatly in excess of that of the 
At the end of September 1955—the latest 
available balance sheet—the Board held “funds and 


of slightly under £90 million, £70 million of 


last few years. 


assets” 
which may be counted as funds held overseas. The Sta- 
bilization Reserve held for meeting trading losses (i.e., 
subsidizing the producer at times of low selling prices) 
amounted to £51 million. Therefore, for several seasons, 
there should be no question of lowering the price paid 
to the producer, unless a far greater collapse takes place 
in the cocoa market than seems likely at present. |It has 
been reported that the cocoa price recovered to £200 per 
ton on April 25, 1957.) In fact, the reserves of the 
Marketing Board appear to be large enough not only to 
maintain the price paid to the producer of cocoa, but 
also to permit further lending to the Government for 
development projects. 

Another favorable element in Ghana's financial posi- 
tion is that about £40 million in sterling is held as 
currency backing. On the basis of prewar changes in 
West African currency circulation, it is estimated that, 
of this £40 million, some £10 million could safely be 
made available for local investment. Moreover, the exist- 
ence of large Marketing Board reserves makes the cur- 
rency reserve still more excessive, because when the Board 
maintains the level of income there should be no serious 
depletion of currency reserves during a depression in 
export markets. 
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The article concludes that, when a broad view is taken 
of Ghana’s finances, the economi outlook appears less 
bleak than the course of cocoa prices would suggest. 
It is clear that there is no question of Ghana alone financ- 
ing the Volta River scheme. the estimated cost of which 
has now risen to £215 million, with expansion at a later 
stage bringing the cost up to £300 million; but it would 
be a mistake to associate Ghana’s prospects for economic 
progress too closely with this one great project. 

The Bankers’ Magazine, London, England, April 
1957. 


Source: 


Installment Credit Control in Rhodesia 


\ new Federal.Hire Purchase Act came into force in 
the Federation of Rhodesia and Nyasaland at the begin- 
ning of March. Minimum deposits on motorcar purchases 
are to be 50 per cent, the balance being paid within 12 


months. On furniture, minimum deposits are 25 per cent 


and the payment term, 18 months. 
Barclays Bank D.C.O.,. Overseas Review, Lon- 
don, England, April 1957. 


source: 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, May 1957, shows that, in 
addition to the currency purchases during February by 
Egypt. France, and India (see this News Survey, Vol. IX, 
pp. 245 and 320), there were purchases of $10.0 million 
by Cuba (under 


a stand-by arrangement). $2.5 million 


by Honduras, and $0.5 million by Paraguay. 


El Salvador. which in November 1956 had purchased 


x) 


2.5 million, repurchased in February colones equivalent 


to that amount. Other repurchases, which are reported 
in [FS as repurchases on subscription account, were the 
$3.3 million repurchase by Finland (see this News Survey, 
Vol. IX, p. 322) and $1.8 million by Denmark. Thus 
the Fund’s holdings of Finnish markkas were reduced to 
75 per cent of the member's quota, and of Danish kroner 
to 87 per cent. The stand-by arrangement with Peru was 
extended to February 1958. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
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but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
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